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The National Infrastructure Unit

« Established 2009, located within Treasury.

« Work with central government, local government and private sector —
facilitate and coordinate.

« Steered by the National Infrastructure Advisory Board.

« We are focused on supporting delivery of “High performing infrastructure
supporting higher living standards”.

§INFRASTRUCTURE

National
Infrastructure

Plan
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The Plan

« Strategic future focused document e

Plan

— common direction for how we
plan, fund, use infrastructure

Vision
By 2030 New Zealand'’s infrastructure is
resilient, coordinated and contributes to

° A key pu rpose |S |ncre ased economic growth and increased quality of life
Ce rtal nty Outcomes

Better use of existing Better allocation of
infrastructure new investment

Principles

« Two outcomes — demand and
supply
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We are not alone ...

“Estimates of the national infrastructure task are large, and range
widely between $450bn and $770bn over the next decade”
(Infrastructure Finance Working Group, Infrastructure Australia 2011)

New South Wales — recommending $30bn of new infrastructure spend
over the next 20 years

$33bn Building Canada Plan — Transport Canada estimates annual cost
of congestion at $2.3 - $3.7bn (in 2002 $)

2013 UK Infrastructure Plan included 646 projects worth over £375bn

Cost to users in US of deficient and deteriorating surface infrastructure
estimated at $2,972bn by 2040 (ASCE 2011)

$57 trillion global infrastructure investment needed in 2013 — 2030 but
... $1 trillion in annual savings possible from a 60% improvement in
Infrastructure productivity (McKinsie Global Institute 2012)
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Natural
Resources
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NIU and National Infrastructure Advisory Board — 2009

Two National Infrastructure Plans — 2010, 2011

Two National State of Infrastructure Reports — 2012, 2013
Three BGA Infrastructure Progress Reports — 2012, 2013, 2014
First National Infrastructure Evidence Base — 2014

Investment Statement (Crown Balance Sheet) - 2014

BBC and Capital Asset Management system evolution

PPP introduction and evolution - five projects in progress

$16bn of infrastructure investment including major projects — RONS,
UFB/RBI, KiwiRail, commuter rail, irrigation, electricity transmission
upgrade
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Expectations of the next Plan

1.

Reinforce the current strategic direction (the vision and
outcomes)

. Mature the debate around future needs and responses
. Be a collective infrastructure plan by NZ Inc across

the private sector, central and local government

Have increased specificity about the action plan and
future investment programme required to achieve the
strategic direction

. Be underpinned by a more robust evidence base of

future need and current performance

Focus shifting from 3 and 5 - 2 and 4.
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Work programme

1
Framework : Focus Key questions .
: ya (Action Plan)
E e  What are the future drivers of demand? e  Scenario modelling
E e How consistent is this view across the e  Macro-regional planning
! ? -
: (I;uture (Ijnfra(sjtructuref sectorsr e Resilience framework and
Pressure i demands —Orvers oty Where are the most significant forecast issues
deman deficits and the relative priorities of
: these?
1
1
i e  What quantity/volume of infrastructure 'e  Performance Indicators
: do we have? framework
1
E e Whereis it located? e Resilience framework and
! . . issues
! Current state and What is the quality?
1
State 1 performance of e Does it deliver the appropriate level of

1infrastructure resiliency?

e  What capacity do we have, how well is it
utilised?

e  Whatis it costing? The price?
e Howisit funded?

e  (Capital Intentions Plan

e  Who should be making the investment? |e Demand management

' Regulatory setting
Response | Funding
| arrangements

e Alternative sources of
funding

e Arethe regulatory settings optimised to
facilitate the required level of
investment?

e  Regulatory settings
analysis
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Water and
the

evidence
base ...
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Evidence base

Evidence Base Overview

Sector Specific Narratives

Performance Scenario / Trend Resilience 10yr Capital
Indicators Analysis Assessment Intentions Plan

13
© The Treasury




~Summary of findings

The overall state of New Zealand infrastructure is positive.

New Zealand has broadly the right infrastructure, in the right place,
providing the right quality of service.

However, there are a number of challenges ahead and traditional
systems will not be sufficient to meet these.

It will not be possible to address these challenges with supply side
options alone, and infrastructure sectors will need to consider new
ways to manage demand, deliver alternative sources of funding, and
optimise investment where it is made.

Changes in behaviour and technology will be crucial to delivering
Infrastructure services efficiently.
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. Urban water
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Priorities

Urban water networks continue to operate without widespread service failures. There
IS some concern, however, that aging infrastructure and increasing levels of asset
deterioration may impact service reliability and require sizeable investment.

No consistent national data framework or asset data standards exist (definitions,
formats, analytics, benchmarks). Also, application of guidance in the International
Infrastructure Management Manual is variable across urban and rural councils.

Increasing consent requirements, particularly for wastewater and stormwater, are
driving up costs & raising affordability questions for smaller/provincial local authorities.

The bottom line: There are two distinct stories - larger, urban areas with higher
capacity, capability and rating base - often growing; and a second provincial story of
static/declining population and rating base leading to lower capacity and capability. In
each case, ageing networks and increasing consent requirements are adding to
affordability pressures.

Data quality, consistency and transparency
Demand forecasting

Asset management and planning
Affordability and Renewals

Regulatory Framework
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Productive Water
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Priorities

There is a large variation in the condition, age and efficiency of irrigation
infrastructure, and a correspondingly wide range of asset management practices
from immature through to comprehensive programmes.

There is investment uncertainty regarding future nutrient management expectations —
the ability to intensify land use alongside mitigation costs for implications of existing
land use.

Sub-optimal infrastructure development may occur if inefficient processes are
adopted to address the necessary iterative cycle of uptake, design, finance and
consent considerations within business case management.

The bottom line: Existing and future schemes (and the associated land use) face
increasing liability, changing management structures, higher environmental
standards & greater investment scrutiny. This raises affordability & intergenerational
issues and a need to better understand where the costs and benefits sit — requiring
transparent and robust investment analysis.

Data quality, consistency and transparency
Consideration of processes relating to business case management
Asset management and planning

Affordability and Investment certainty

Climate change and future security of supply, inc. storage

—— e 3 16
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Where next ...
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Context + Stcrate.glc + Evidence +
direction

New Zealand

+ Response L National
1 Infrastructure

Plan

2014 2015 > 2015
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‘Underway

* Drawing together:

— The development and publication of the evidence base,
done with stakeholders;

— Series of workshops across New Zealand involving
stakeholders from private sector, central and local
government;

— Discussions with key sector stakeholders including
Ministers, Business NZ and sector bodies.

Issues/ Work : Options to fill
[ Priorities ]»[ underway ]-[ Gap analysis ]-[ the gaps ]
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Initial 9 Priority Themes & Issues

Vision:

Changing patterns of demand.
Technology impact.

Relationship to economic growth.
Community expectations and levels of
service.

Economy:

Relationship to economic growth.
Drivers and opportunities of regional
growth.

Links and impact on other economic
priorities and policies.

-

Regional integration and collaboration:
Regional collaboration — vision, planning,
investment.

Integration of land use planning and
infrastructure =especially transport.

Data and asset management

Data quality , consistency and
transparency.

Asset management maturity.
Understanding and measuring network
performance.

Informed decision making.

Resilience:

Understanding of criticality-and key
pinchpoints/bdttleriecks.

Clirrate change and adaptation.
S0pply chains and security.

Levels of service.

Decision making:

Data/informed decision making.
Optimisation of networks.

Cross sector coordination/prioritisation.
Auckland investment.

Governance and management.
Procurement opportunities

Useful “tools” to drive conversations.

Demand Manhdgement:

Improving asset utilisation.
Understanding of decisions makers and
communities.

Levels of service.

Regulations/standards:

Consideration of cost implications.

Clarity on roles and responsibilities.
Future proofing.

Inconsistencies across planning legislation.
Levels of service.

Funding:

Affordability and investment certainty.
Alternative sources of funding.
Cross-sector prioritisation.

Pipeline and visibility.
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Response Programme - National Infrastructure Plan

July Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun July Aug

2014 2015

Gapanalysis> Ministers Evidence > Evidence Option > 2015
refinement

level
options Consultation>

Briefing updating S Plan
e
—— —— n ——

Develop ] Develop = | Approval

options alle]y options > Updated | | process Detailed
g
[}
o2

Consultation

N NS

action
Consultation >

Way

forward Symposium papers
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A step change ...
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Central premise

“The forces of nature coming this way are not pretty
and requires a major step up — led by the water
sector.”

Costs — not
least from
Environmental Demographics
standards
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Percentage Change in Usually Resident Population
Territorial Authorities, 2006-2013

Percent change in number of 13-18 year olds

Porcent change in

1 [ParNorth 34 Wajren
Whangaret 15 Mastingy number of 13-18 year olds
Kalpars 36 | Napier
Auckland 37 | Central Howhe's Buy - +20.0 or greater

Tharmws Corenandel 30 | Upper Hutt

[ 199 to-100

~ O e

Haurak! 39 | Lowee Hutt
Waikato 10 Wellington [ 99 w01
0 Matarats-Plake 41 Magtarton
S Mamihon 41 Cartmntan [ |00 o9
10 'Waps 43 South Waksraps
11 Orerohangs 44 | Tagwan - 10.0 9 20.9
12 Souh Walkato 43 | Neloon - 20.0 or greator
13 Watome 46 Marborough
" Tepo 47 | Malkours
15 Western Hay of Plenty Al Baller
16 Tesrangs 0 [ Geey
17 Retorua 50 Westland
18 Wiskatane 3 Marenl
19 Stratford 31 'Wilnwkarin
20 Seuh Tarwnahl A1 (Selwyn
21 Ruspehni 34 | Ashburton
2 Wanganid 35 Timay
21 Ragit 56 Mackenzie
24 Manswatu 37 Walinate
23 Pamerson North 30 Waltakd
20 Tawrua 50 | Cantral Otago
27 New Plymouth 00 | Quasmetown-Lakes
28 Horowhenua 61 Dunedin
20 Kt Coume 01 Cuha
30 Perinm 03 Southleod
31 Kawerau 04 Gore
32 Opotdd 03 | trvercargll
1) Glsbarme 00 Owrist church

Sourcw Statistior NZ

% Change, 2006-2013

- =10.0 or Greater
B 99 o 50

Vo . v . ,.-'“'.‘/-':
L@f % [ 49 w000
—r ““Q i \ 0.1 to 5.0
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l-,'m,v-(:]ﬁu' p., y - Greater than 200 . x" o F Demographic and Economic Analysis
Prepured by: Shafsti Pawar jﬁ g RPN e
THE UNIVERSITY ©F WAIKA 7 March 2014 Tl UMY

« 613 CAUs declined 2006-2013 (33% of 1869) — up from 25% 2001-06

 Between 2011 and 2031 all growth in 56 (84%) Territorial Authority Areas is
projected to be at 65+ years; all are projected to see overall decline at 0-64 years
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1 1 3 oi=d Civil Construction: Capital Goods Price Index
.
Revealed: Councils' dirty litt 1989 - 2014
MARTY SHARPE 1800
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= — | 1400
Last updated 08:20 07/00/2014 8 (40| |9 1200 /
1000 ——— _——=
800 |~ — -
for Freshwater Management 2014 600
400
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IS AAAJFITIZZARIEIIIIERSIR
pay a | Water Values
p f()r diS b Invercargill Case Study
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/08"?012 g eS
d {or: Ministry for the Environment
2 % '\/
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Cha,-g tung 15 0
N an g U for 123 8',
>
2 “36:\ e vate,%y
9 ar” u"ng”,
\ e 3
T— st fOUI'
Table 5.7: Rawe, _ Cars. ill Urban Area Stormwater System
9 rgill
* oot Scenario 2013 2010 021 2026 2031
p o Households 20,613 20,890 20,840 20,730 20,520
‘\;,“W::\\*-"’ P > o e Businesses 4,280 4,509 4,716 4,502 5,067
S
ot Figures released under the Local Government Official Information and Meetings Act reveal that in the six financial 1121 1118 1120
years from 2007/08 to 2013/14 there were 179 actions - infringement nofices, abatement notices or prosecutions - ;66 :114 ;04
against 49 councils.
L v — S —
| Siuty-five of those invelved the discharging of untreated or partially treated wastewater to water - a rate of one every 2,118 1,961 1,854
0"““‘@‘“ five weeks over six years. Twelve invelved discharging the same to land. e
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The Step Change

» Sector ownership

* Lifting the debate

* Focus on the basics

* Look beyond the borders
* |Innovation

27
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#1:. Sector ownership

e |ssues or distractions?

 Reluctance to
benchmark?

» Less than full response
to LGNZ 3-Waters data
collection

— Significant data gaps
* Asset management
f varlablllt ?




#2 Lifting the debate

“The definition of insanity is doing the same thing
over and over and expecting different results”

 Need to shift the
paradigm — lift the
thinking

« Communities.

* Levels of service.




#3 Focus on the basics

* Forget the fancy, are we doing best practice
asset management?

* Are we utilising our assets as well as we can be?
* Are we making good decisions?
 How do we know?

“Selecting the right projects is the most
Important aspect of achieving good
outcomes for the community from public

infrastructure.”
Australia Productivity Commission
Public infrastructure 2014
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#4 Look beyond the borders

Unprecedented
levels of
dependency and
Integration — Is our
planning reflecting
this?

Who else Is also In
this space?

An integrated
vision - demand?

Fuels, Lubricants

f Fuel Transport, \

Shipping

Power for

STERENLT I TRANSPORTATION
Switches

Fuel for G_enerators,
Lubricants

Fuels,
Lubricants

Fuel
Transport,

N
T

Power for Pumping Shiooi

0 Stations, Storage npping g
3[[§ea Control Systems -

s ‘3_5 Power for 9
2 38¢ Power for Pump Compressors, S
3|| 8ES and Lift Stations, %torage <3
& auw g Control Systems e t=1Te Sy(;?(‘eﬁ:ls =k
s|| g2 POWER Q2
alIsse Fuel for wE
<|| &% Water for Generators E
ol| 88 Cooling, 3
||l = Emissions

3 Reduction

SCADA,
Communications

Water for
Cooling

Power for
Switches

TELECOM

SCADA,
Communications

Fuel for Generato_r_s'/

Water for Production, Cooling, Emissions Reduction
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#5 Innovation

« Collaboration &

the private sector 7t

- dirty words?

 Innovation and
opportunities

« $11bn capex
spend on water.
— 150+ over $10m

— 133 average
$58m
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g NATIONAL INFRASTRUCTURE UNIT

National Infrastructure Unit
The Treasury
1 The Terrace
PO Box 3724
Wellington
New Zealand
www.infrastructure.qovt.nz

Info@infrastructure.qovt.nz
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